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ABSTRACT
CREDIT EVALUATION PROCEDURE 
AN EXPLORATION OF THE 
TURKISH CASE
HARUN SINAY 
li. B n A. in management 
Supervisor: Assist. F'rof. Can Simga 
February 1989
The main purpose of this thesis is to eKplore the 
credit evaluation procedures of two Turkish banks in the 
light of the obtained samples. In order to determine the 
similiarities and differences between a British bank and the 
Turkish banks credit evaluation procedures are compared and 
contrasted within the before mentioned limitations. A brief 
litejrature review is presented to show the importance of the 
financial ratios based on empirical studies. The Turkish 
procedures are criticised and relevant ftrocedures 
recommendations are presented at the end of the thesis.
ÖZET
KREDİ değerlendirme YÖNTEMİ 
TÜRKIYE'DE KI UYGULAMASI
HARUN SINAY 
Yüksek Lisans Tezi 
Tez Yöneticisi! Doç. Dr. Can Sımga 
Şubat 1989
Bu tezin amacı Türkiye'de uygulanmakta olan kredi 
sisteminin incelenmesidir. Bir Ingiliz bankası ile Türk 
bankalarının arasındaki benzerlik ve ayrılıklar 
karsılastırmak suretiyle tez içinde belirtiİmistir. Buna ek 
olarak rasyo oranlarının önemini belirtmek için kısa bir 
literatür taramasıda yapılmıştır. Tezin son kısmında 
Türkiye'de uygulanmakta olan sistemin kritiği yapılıp bazı 
öneriler getiriİmistir.
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CHAPTER 1 INTRODUCTION
1.1 THE IMPORTANCE OF CREDIT ANALYSIS
The purpose of credit, analysis or the carrying out of 
selected and systematic routines is to determine as 
objectively as possible whether or not an applicant is 
willing and financially able to accept credit in specific 
amounts according to specific terms and conditions.
The bank is intereste?d in the purpose of the loan 
because the use to which the borrowed funds are to be put 
usually defines both the means of repayment and the 
collateral required against the loan. In banking terms, loans 
should generally be "self-liquidating" in the sense that the 
working down of the assets financed by the loan should be 
capable of repaying the loan. For example, the seasonal loan 
used to finance inventories should be paid off as the 
inventories are sold.
Finding out the purpose of the loan allows the loan 
officer to determine the type of loan needed by the borrower, 
whether the loan is consistent with the bank policy (the bank 
may not be willing to give the appropriate loans, because of 
current economic conditions or because it never gives that 
type of loan), and whether the firm is using the funds for an 
appropriate reason. Furthermore, it can be determined whether 
or not the assets financed can be used as collateral.
In examining corporcite credit analysis, a range of 
existing procedures and the developing new procedures with 
specific problems will be considered. The point should be 
made that credit analysis has no hard and fast routines. It 
varies with the type of credit and the kind of institution 
providing the credit. Analysis of credit is not, therefore, 
like algebra in which there is a menu of agreed assumptions 
and methods of calculation.
One of the major objectives of credit analysis is to 
reduce the degree of risk, to which creditors are revealed as 
a result of bankrupticies.
As the economy expands, the government protective 
policy changes, bringing about a rise in the number of 
business failures, as a result a rise in the number of 
bankrupticies and resulting financial difficulties makes it 
increasingly difficult to realise the security held by the 
lender. The existence of such risk increases the importance 
of credit analysis. Risk, in analytical terms, centers 
around !
1) Delayed payments.
2) Buyer insolvency.
3) Disruptions in normal commercial routines e.g divestiture.
4) Unacceptable commercial practices e.g. over~reliance on 
trade creditor financing.
5) Political or extraordinary events e.g. revolutions, wars, 
fires or floods.
6 ) Currency movements and foreign exchange.
7) Failure of guarantee mechanisms, e«g. collapse of bank 
providing documentary credits, or awoidance of guarantee, 
e,. g. documentary terms not complied with«
8 ) Adverse economic and market conditions.
1.2 PURPOSES FOR BORROWING
In modern business, the evaluation of financial results 
carry big importance. Specially some of the factors cause to 
increase the use of these techniques and importcmce of 
analysis. Growth trend in corporations is one of them.
Nearly every type of business borrows bank funds at one 
time or another. Even large public utilities, with their 
relatively free access to open-market, long-term funds, 
routinely borrow "bridge" funds from banks to span the 
periodic public issue of their securities.
Businesses borrow to finance the following s
1) Seasonal working capital.
2) Long-term working capital.
3) New fixed assets.
4) Replacement of fixed assets.
5) Changes in payment patterns.
6 ) Unexpected one-time expenses.
7) Replcxcement of funds lost due to unprofitable operations.
There are a host of other purposes for borrowing. Each 
loan purpose creates a need for a more or less unique loan 
arrangement. Although they are diverse, loans can be lumped 
by type according to their maturity, security and other 
special features.
1.3 THE ENVIRONMENT OF COMMERCIAL BANKS
Commercial banks are business organizations that are 
similiar in many respects to firms. Many bank activities are 
like any business enterprise ; banks must define their market 
areas and customer base, price their product correctly, 
determine their capital structure, and provide a reasonable 
return to their owners.
However, unlike nonfinancial organizations, commercial 
banks do not produce or market physical goods ; they produce 
loans. Bank loans are inputs into other productive 
operations, which spur industrial growth, home ownership and 
government services. To ensure a sufficient flow of loans to 
meet society's needs, commercial banks must collect various 
inputs of labor and capital and also attra^ct deposits and 
obtain other funds.
In conducting their operations, banks must define their 
customer base such as whom they will deal with, both as a 
borrower a^ nd as ai lender. Questions concerning capital 
structure and dividend policy are also important because 
banks are owned by shareholders who must obtain a sufficient 
return for a given risk to justify their investment.
Commercial loams can be costructed to meet the needs of 
individual customers. However, there are five "basic" types s
1. I he open line of credit
2. The transaction loan
3. The working capital loan
4. Revolving credit
5. The term loan
1.4. TYPES OF COMMERCIAL LOANS
l.Open Line Credits :
Open lines of credit are generally given to good, 
creditworthy borrowers who have borrowed regularly at the 
bank in the past or expected to be regular borrowers in the 
future. Because this is to be a long term relationship and 
beccxuse no collateral cam be required, banks must examine the 
potential borrower very carefully before making such a 
commitment.
2. Transaction Loans :
The purpose of the open line of credit is to satisfy 
temporary needs of a recurring nature. Transaction loans are 
for temporary needs that occur only once; hence, they give 
rise to one ”transaction." This loan is usually secured by 
the atsset, say inventory or axccounts receivable, that gives 
rise to the application for the loan. Since the need for the 
loan is not a recurring problem, transaction loans do not 
give rise to a continuing relationship as dp other types of 
loans.
3. Working Capital Loans :
The working capital loan is usually used by smaller, 
riskier firms to finance "permenant" increases in current 
assets. It can be used for either the acquisition of current 
assets or the repayment of debt incurred in their increase.
4 . Revolving Credit :
' Fievolving credit is much like the open line of credit, 
except that it is a formal agreement set up for a longer 
period of time, frequently two to three years. It is almost 
always given only to creditworthy, large companies. Thus, 
this type of loan is suitable for firms that expect to 
experience greater uncertainty with respect to cash needs 
over the period of the loan than, say, those that would 
obtain a working capital loan.
5. Term Loans s
Term loans are generally used for the purchase of fixed 
assets, so their maturities run for several years. Most often 
maiturities will run from three to five yeatrs, but terms have 
sometimes gone to as much as seven to ten years. The borrower 
can usually "take down" the loan as needed or obtain the 
funds all at once. Repayment is specifically expected to be 
out of catsh flow, so most term loans are repaid on an 
akmortized basis.
1.5 OUTLINE OF THE THESIS
There is no standard established by the banks to 
evaluate credit applicants- Some banks have forms, others 
have a flexible format and others not even that. No format 
fits every case and many take away the writers' ability to 
e:ipress their own views and choose their own priorities.
The purpose of this the^ sis therefore, is, to explore 
the credit evaluation procedure in Turkish banks. To achieve 
this purpose, comparison of two banks in evaluation of credit 
analysis will be presented. Their procedures, and the bases 
they look for in customers will be compared in the light of 
obtainesd data. The analysis will be based on three sample 
firms from Bank A and two sample firms from Bank B.
Evaluation procedures of a foreign bank will be 
presented to provide an example to show the simi1 iarities and 
differences between a foreign practice and Turkish practice 
within the limited data.
In addition, to indicate the importance of the 
financial ratios, a brief literature review will be 
presented. The purpose of this review is both to demonstrate 
the difficulty of selecting ratios and to compare the 
Turkish practice against the established ratios.
The weaknesses and strengths of the banks in their 
evaluation process will be questioned based on the 
observations during the study- Although the major 
measurements used by these banks are clear, there is no 
criteria established for comparison purposes.
CHAPTER 2 LITERATURE REVIEW
In this chapter a British case on credit evaluation 
measures and the important financial ratios are presented to 
pr,Dvide background information on the topic.
2.1. BANK ANALYTICAL AND FORECASTING ROUTINES FOR MEDIUM TO 
LARGE CORPORATE CREDIT APPLICATIONS IN ENGLAND
This section is a brief summary of a British bank and 
it is mainly based on the information in Bathory., (3 ).
Irrespective of the size of exposures, analysts' 
approaches to lending propositions should be grounded on 
seven basic points. These are :
J,. Charac ter ,
2. Abi1i ty,
3. Margin,
4. Purpose,
3. Arnoun t „
6.Repayment,
7.Insurance.
Character s
Analysts are concerned with a company's history and 
product / services background. Also, the general operating 
environment of a company can be important in a bank's
8
assessment of character. For instance, does the staff appear 
to be happy and efficient? Is the plant wellkept and up to 
date for the purposes required? Are the systems and 
procedures order1y?
Ability :
I The ability to repay the principal amd to pay interest 
on the requested advance is a major concern of banking 
institutions. This is the function of the financial analysis 
which centers on the interpretation of accounting statements, 
unaudited accounts, budgets, cashflows, quantified management 
information and where the bank's facilities are ; extensions 
of existing credits, e.g. additional support for a distressed 
company.
Margin :
Margin, in this context, generally applies to the 
monetary return a bank will achieve for advancing funds. In 
practical terms, 'maxrket forces' tend considerably to dictate 
the margins and fees banks can command for particular 
advances. Margin can also ¿Apply to safety or comfort margins 
for loans and other facilities. But as noted earlier, margin 
is generally understood to refer to monetary return.
Purpose s
What is the purpose of the advance (loan, etc.) Does it 
fall within the current policy guidelines of the bank? What 
are the strategic implications for the company and for the 
bank.
9
Amoun t :
Banks always wish to determine whether or not the 
amount sought is realistic. This implies, is the amount 
enough? Is it too much? Bcinks examine these questions when 
the funds are needed. Also, can the proposed advance be 
supported by a realistic cashflow forecast? To answer these 
questions, analysts will have to examine the cashflow 
projection in detail and compare it with the company's 
previous, historic cashflow performance. They will also need 
to know the assumptions behind the projection.
Repayment :
How does the applicant propose to repay the advance? Is 
his proposition too optimistic? Analysts will look at the 
company's profitability 5 whether or not funds flow along 
with the cashflow forecast in assessing whether the proposed 
repayment schedule looks realistic. In addition, the timing 
and manner of repayment will be considered. Is there to be a 
grace period for payment of the principal and interest? Are 
the capital repayments to begin at once? Is the proposed term 
of the advance reasonable in light of anticipated cashflow 
and historic profitability?
Insurance :
Is security required? What is the quality of security 
offered? What type of monitoring over the life of the loan is 
required? If frequent submissions are required from the 
customer, how realible are these figures?
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An example of the key questions asked by a major bank 
in its effort to classify risk are presented below : Bathory
(3) .
Risk classification criteria :
I. Industry
A) Structure and Economics
1. Competition (monopoly,oligopoly,etc.)
2 . Role of regulation and legislation.
3 .Importance and stature of industry in the economy.
4.Degree of control exercised by industry participants 
over demand and selling prices.
5 .Industry's economic dependency on other industries or 
governments.
B) Maturity
1 .Stage of industry's life cycle.
2.Ease of entry.
Zi.Rate of capacity additions.
C) Stability
1.Sensitivity to business cycle.
2 .Sensitivity to credit cycle.
3 .Supply / demand balance.
4. Vu1nerabi1ity to technological innovation.
5. Vulnerability to production and distribution changes. 
¿.Susceptibility to changes in consumption patterns. 
■/.Mortality rate.
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1 1 . Company
A) General characteristics
.1 .Position and role in industry hierarchy (e.g. leader) 
2«Absolute size and size relative to industry standards 
by sales, assets, profits.
3 .Market share.
' 4.Scope, in terms of both markets and products.
5 .Diversification of revenue sources.
¿.Reputation and record of accomplishment.
7 . Vulnerability to uncontrollable or unpredictable events.
8 . Control over availability and price of supplies and raw 
materials.
9. Product characteristics! differentiation substitutes, 
brand loyalty etc.
B) Management
.1. Industry experience.
2 . Managerial breadth and qualifications.
3 . Managerial debt and turnover rate.
4. Calibre and structure of board.
5. ■ Management controls and forward planning.
6 » Management reputation.
C) Financial Condition
l.Debt and capitalization ratios.
2«Liquidity ratios.
3.Cash flow and coverage ratios.
4»Profitability ratios.
5.Quality of assets.
¿.Quality of earnings.
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D) Capital sourcc?s 
1»Equity
~ Access to both public and private markets or just 
private.
Degree of public ownership.
- Breadth of ownership.
 ^ - Liquidity and stability of market for equity
securities.
~ Market demand for company's stock.
2 . Long-term debt
- Access to both public and private market or just 
private.
- Bond rating.
- Investment demand for company's issues.
3. Commercial paper
- Commercial paper rating.
-·- Existence of back-up lines.
- Investment receptivity and secondary market liquidity.
4. Commercial bank relationships
- Size and stature of lead bank.
- Dependence on single or few banks.
- Strengths of relationships.
5.Investment banker. '
- Stature and sise of investment banking firm.
- Scope, size and financial condition.
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E) F"i.nancial Reporting s
1-Acceptability and soundness of accounting practices.
2 . Reputation and stature of audit firm.
3. Quality of audit opinion.
Risk Classification Modifiers:
!I-Agreement
A) Type
1. Current line.
2 . Revolving credit.
3- Term loan.
4- Other.
B) Security provisions
C) Repayment or amortization provisions
D) Restrictive coverants.
E) Quality and reputation of other lenders.
II.Collateral
A) Type
.1,. Certificates of deposit 
2 ,Short“term government.
3. Long-t6?rm government.
4. Municipals.
5. Corporate bonds.
6-Equity securities,
“ Common stock 
“ Preferred stock.
■/.Accounts receivables.
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8 .Inventories 
-· Finished goods 
Work in process 
“ Raw materials 
. -· Commodities
9.Fixed assets
- Real property 
-- Plant
- Equipment
B) Valuation considerations 
i.Securities
Marketability : national exchange, market demand.
- Price stability 
"" Registration
-- Quality of obligor
- Transaction costs.
2 .Accounts receivable
Type of receivables (corporate government, individual) 
~ Quality of debtors
- Warranties contingencies 
~ Audit
3.Inventories
- Marketability
~ Conversion costs and sales commissions 
“ Obsolescense risk 
~ Perishability risk
- Physical location
- Audit
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4.Fixed assets
- Physical condition 
-■· Marketabi 1 i ty
- Sales commissions 
"· Movement expenses
 ^ - Convergion costs
-- Transferability of title (legal ly, practical ly) 
·- Physical location 
-■ Liens or assignments
- Obsolesence risk
C) Legal considerations
1 .Perfection 1 iens 
2„Conflicting liens 
III„Guaranties
A) Collateralized or uncollateralized
B) Enforceability.
2.2 A BRIEF LITERATURE REVIEW EMPIRICAL ANALYSIS OF USEFUL
FINANCIAL RATIOS
f-inancial ratios have played an important part in 
evaluating the performance and financial condition of an 
entity. Over the years, empirical studies have repeatedly 
demonstrated the usefulness of financial ratios. For example, 
financially-distressed firms can be separated from the non­
fat led firms in the year before the declaration of bankruptcy
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at an accuracy rate of better than 907. by examining financial 
ratios. Kung and Shimerda (6 ).
There is one major question with the use of financial 
ratios i.e., which ratios should be selected among the 
hundreds that can be computed easily from the available 
financial data and be relevant for the decision.
There are many useful ratios reported in the 
literature. Different researchers include different ratios. 
Consequently, results on the usefulness of a specific ratio 
vary. The twenty-six studies analyzed more than a hundred 
financial items, of which sixty-five are accounting ratios. 
Forty-one of these are considered useful. Kung and Shimerda, 
(6 ). Given such a huge set of useful financial ratios, the 
decision maker has to be at a loss in selecting which ratios 
to use. So forty one ratios cannot all be significant or 
equally important. The decision-maker may hesitate to omit a 
ratio if it has been found useful in one or more of the 
empirical studies.
Since, it is possible to include most of the useful 
ratios found in the literature, which ratios, then, should be 
deleted, and which should be included? Should the results 
from only one study, or the results from a combination of 
studies, or the results from all the studies be used?
Most of the studies reported high predictive powers for 
their ratios. This would suggest that good results can be 
attained by using the useful ratios from any study.
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The financiail ratios analysed should be selected on 
some theoretical basis, coupled with demonstrated empirical 
evidence of their usefulness»
But, the result of the PEMC (Pinches, Eubank, Mingo and 
Caruthers, .1981) study suggests that thirty four financial 
ratios were found useful in the variuos predictive studies on 
bankruptcy can be assigned by one of the seven major factors. 
Kung and Shimerda (6 ).
“Return on Investment,
-Financial Leverage,
“Capital Turnover,
•Eihort· -term Liquidity,
“Cash Position,
“Inventory Turnover,
-Receivables Turnover.
Table 1 summarises the most recent seven studies and 
the? ratios used.
As apparent from the Table , the most common ratios in 
terms of the ma.jor factors are :
Return on Investment - Net Income / Total Assets 
Capital Turnover ~ Working Capital / Total Assets
Financial Leverage ~ Total Liabilities / Total Assets
- Funds Flow / Total Debt
Short-term Liquidity - Current Assets / Current Liabilities
- Quick Assets / Current Liabilities
18
In the following chapter, the credit evaluation of two 
major Turkish banks will be reviewed, and the process will be 
examinesd based on these practical and empirical review.
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FRCTOR
Return
on
Investment
toISCapital
Turnover
Financial
Leverage
RATIO
Net Income / Sales 
Funds Flow / Net Wort.h 
Funds Flow / Total assets 
Net Income / Net Worth 
EBIT / Sales 
EBIT / Total Assets 
Net Income / Common Equity 
Net Income / Total Assets
Quick Assets / Total Assets
Funds Flow / Sales
Current Assets / Total Assets
Net Worth / Sales
Sales / Total Assets
Working Capital / Total Assets
Total Liabilities / Total Assets 
Total Liabilities / Net Worth 
Long term Debt / Current Assets 
Funds Flow / Total Debt 
Funds Flow / Current Liabilities 
Retained Earnings / Total Assets
CLASSIFICATIDN OF IMPORTANT RATIOS FOR PREDICTING FIRM FAILURE
STUDIED BY
BEAVER ALTMAN DEAKIN EDMISTER BLUM
TABLE 1
X
X
X
X
X
ELAM
X
X
X
X
X
X
X
X
X
X
X
LIBBY
X
FREQ.
0.142
0.142
0.142
0.142
0.142
0.142
0.142
0.428
0.142  
0.142  
0.285  
0.142  
0.285  
0.428
0.428  
0.285  
0.142  
0.571  
0.142  
0.142
C rinnf-iru >
TABLE 1
STUDIED BY
to
FHCTOR RRTIO BEAVER ALTMAN DERKIN EDMISTER BLUM ELAM LIBBY FREQ.
Short-term Current Rssets / Current Liabilities X X X
X
X 0.57Liquidity
Quick Rssets / Current Liabilities X X 0.42
Current Liabilities / Net Worth X 0.14
Current Liabilities / Total Rssets X 0.14
Cash
Position
Cash / Sales X 0.14
Cash / Total Rssets X X 0.28
Cash / Current Liabilities X X 0.28
No Credit Interval X 0.14
Quick Flow X 0.14
Inventory 
T urnover
Current Rssets / Sales X 0.14
Inventory / Sales X X 0.28
Sales / Working Capital X X 0.28
Receivables
Turnover
Quick Rssets / Inventory X 0.14
Quick Assets / Sales X 0.14
CHAPTER 3. THE TURKISH EXPERIENCE
In this chapter, credit evaluation procedures of two 
Turkish banks will be presented.. The evaluation measures are 
summcirized in Table 2, following the explanation.
3.1 EVALUATION PROCEDURES OF BANK A
There are three sample firms used from Bank A for 
evaluation. All of the firms were evaluated in 1987 and each 
firm was analysed by a different analyst.
The evaluation procedures observed from the samples can 
be summarised as follows :
3.1.1. GENERAL INFORMATION
E<efore the general information about the firm is 
presented the loan request is reviewed focusing on the amount 
of specific request, term, conditions ; legality
reasonableness and consistency and the kind of guarantee 
giv€?n to bank. Then, generatl information is introduced in the 
following format of subsections ;
a) Firm and its establishment :
The answers to following questions are searched in this
part :
When was the firm founded? Who are the shareholders? 
What was purpose of the firm? (Same as before or changed)
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What, caused the need to borrow? (Investment;, growth, seasonal 
trend?) After that, incentives that are provided to firm are 
introduced on the bases of the following questions ; When did 
firm use the incentive? What was it used for? Who provided
the incentive?
b) Owners' Equity :
The amount of paid-in~-capital, and the distribution of 
capital between shareholders is' presented in this part.
c) Management and organisation :
Does the management have the skills, information and 
eKperience to implement the business strategy?
d) Information :
Result of the information about the founders of the 
firm is given in this part as a positive or negative opinion 
on the base of banks' research-
e) Description of the project, amount of credit and 
insurance :
By the aid of investment the amount of capacity 
increase that will be realised and other utilities that the 
project will provide are e>?plained in this part.
The amount and the type of credit (short-term, middle, 
long-term) that is provided by the bank are given in TL.
f) Incentive of project :
Type of incentives provided to the firm and the banks 
the firm had business in the previous years are explained in
23
detail. And the conditions looked for, by the bank such as 
capital increase the firm should create; the amount of 
ej-jports it must be able to realize in a certain period are 
explained in this part.
3.1.2. TECHNICAL ANALYSIS
a) General information about the firm and the proposed 
investment :
The location of the plant, number of workers, number of 
machines and the reason of investment are given.
b) Products and capacity :
Current capacity s Product types the firm currently 
produces are given; and the production capacity of each 
product, per year is calculated.
Pro.ject capacity ! Percentage increase in each product 
capacity through the new investment is calculated. In this 
calculation the capacity of the machine(s) is considered on 
the basis of a full daiy and i-UO days/year,
c) Investment planning :
The period the firm is planning to compílete the
investment and start the production at full capacity is
/
thoroughly examined.
d) Amount of fixed investment required :
In this part, only the amount of fixed investment is 
provided, such as buildings, machinery, land, and tools used
24
to manufacture the product The reason for this is to 
determine in which category the firm belonged !
.1 )Labor-intensive s
Amount of project investment for machine and equipment is 
calculated in terms of US dollars (at current exchange rate) 
and the result is divided by the number of people being 
employed by the new investment. If the result is smaller than 
$19,848, then it is clcissified as labor-intensive.
The reason for calculating such a criterion is not 
explained, moreover, how the threshold number $19,848 was 
chosen is not clear.
2) Industry—measurement *
Sum of the book value of the current machine and equipment 
plus the amount of project fixed investment are determined in 
U£) $ (current exchange rate) and the result is evaluated as
followss
X < $717,000 small size industry,
717,000 < X < 3 ,8 6 0 ,0 0 0 middle size industry,
X > 3,860,000 large size industry.
Again, the reason of this breakdown is not explained.
e) Cost of production at full capacity (current + 
project)
In this part, cost of production is calculated in 
detail by using the current prices.
Firstly, the cost of production is calculated for the 
current capacity ; and then for the proposed investment ; and 
finally for the combination of these.
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f) Calculation of Cost-Volume-Profit :
Newt, the breakeven point is calculated singly for 
current capacity, and for the proposed investment capacity 
and then for the two of them combined. Lastly, the capacity 
utilization rate at the breakeven point is computed.
g) Result of technical analysis :
It is presented as a success or a failure. However, 
the criteria of success or failure is not clearly defined.
3.1.3. ECONOMIC ANALYSIS
a) Past performance of the firm :
The sales of the previous three years are examined in 
this part. Also the market share of the firm and if the firm 
is an exporter, both the trend of market share and exports 
are determined.
b) Definition of industrial sector s
Subsectors of the sector are examined in order to 
determine the capacity utilization rate of the sector the 
firm belongs.
Next, the specific sector is analyzed in terms of how 
other firms make business in this sector, with particular 
attention to the size of the firms (.job-shop, small, middle, 
large).
26
c) Current capacity :
The average capacity utilization rate by firms in this 
sector is estimated based on the? assumption of fully utilized 
capexcity and sales.
d) Production, e>?port and internal demand :
Trend of domestic and export demand for the products of 
the firm are examined- The stability or an increasing rate is 
particularly looked for by analysts.
e) Analysis of Turkey's exports :
A trend analysis of exports to the present day is 
prepared- the amount of exports to different countries is 
determined. If there are any existing restrictions, quatos or 
tariffs on the product(s), then the amount permitted by the 
c oi.in tries i. s an a 1 y 2 ed .
f) Sales of product :
A sciles trend is prepared from the year the firm was 
founded up to the present. If the firm is an exporter then 
the amount of export and the firms' share in Turkey's exports 
are calculated-
g) Current and project sales for the next five years :
Net sales for each year are calculated on the basis of 
1007- capacity utilisation.
h) Result of economic analysis s
Evaluation criteria are not clear, just an opinion in 
terms of success or failure is provided.
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3.1.4. FINANCIAL ANALYSIS
a) Balance sheets :
Statement of financial position of the firms are 
prepared for the past three years. Because a strong balance 
sheet is what the bank is particularly looking for, a weak 
one is eliminated at this point.
b) Proforma statements s
,1.F’roforma income statements :
Proforma income statement tables for the following 
years are prepared on the basis of 100“/- capacity utilization 
without any monetary adjustment.
Then, IRR (Internal Rate of Return) is calculated for 
the combined proposal investment and current capacity and 
also the ratio of net income / owners equity is calculated to 
show the profitability trend of the firm.
2.Proforma balance sheets :
In order to see the trend of financial ratios proforma 
financial statements of the firm are prepared for the 
next five years. Ratios which are used by the bank are as 
follows ;
Current ratio : Must be an increasing rate in order to
compensate for the liabilities.
Acid"test ratio : The higher the rextio the lower probability
of failure problem.
Debt / Owners Equity : Lower ratio is desirable 
Debt / Net sales i; Lower ratio is desirable
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Middle? term credit / Owners equity s 50/i is what the bank is 
looking for.
3.Proforma cash flov-'i tables s
The reason for preparing these tables is to calculate 
net working capital and more importantly to see, if the? 
business has a sufficient cashflow to repay the loan in the 
manner proposed.
c) Finance of the project :
A detailed financing plan is prepared based on the 
firms' input. One major point that the bank focuses on is 
the financing cutoff i.e., that 50"/. of the investment must be 
financed by the owners equity and then the remaining 50”/. is 
provided by the bank.
3.1.5.RESULT
The? project, is summarized and the result of the 
analysis is prese?nted on the basis of past performance of the 
firm, resulting calculated figures (IRR,ECP), proforma tables 
and consistency of proposed investment.
3.2 EVALUATION PROCEDURES OF BANK B
The procedure is as follows :
3.2.1.AIM OF ANALYSIS
The name of the company analyzed is given.
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3.2.2. GENERAL INFORMATION
a) Owners equity and its establishment ;
The answers to following questions are given in this 
pairt s When was firm establishe;d and who were the founders ; 
and what was the purpose of establishment. After the answers 
to these questions are determined, the amount of paid-in- 
capital and share percentage of the owners are examined,
b) Partners and management :
Anybody, that has over a 507. of share is indicated in 
this part. The information about the partners, such as 
whether the partners of this company have other businesses 
and the relationship of these businesses to this firm. If, 
liens are give?n to a bank or to an institution, a list of 
liens is prepared.
3.2.3. ACTIVITIES OF THE FIRM
a) Production capacity of the firm :
The amount of capacity utilizaxtion as a percentage is
given.
b) Raw material :
The firm's acquisition of raw material and its' 
purchasing terms are indicated in this part.
c) Production and sales :
Trend analysis of production and sales are prepared.
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3.2.4. RELATION WITH BANKS
a) Relation with this bank :
The amount of risk the bank bears by the given credit 
is presented in a table. In this table, the type of credit 
(short-term, middle, long-term), amount and risk that bank 
will carry are presented.
b) Other bankss
Again the above procedure is followed. The type of 
credit, its' limit and its' risk are analysed. The reason for 
analysing all this information is to clarify the amount of 
credit the firm has used until now, and also, to see who 
provided the cjucxrantee?
3.2.5. FINANCIAL ANALYSIS
a) Income position :
At this time the firm's past performance is analysed 
over a preceding three year period. Income statements are 
also prepared for the same period. Sales profitability, 
profitability of the owners equity are calculated as
percentages exnd then the? results of these ratios are 
evaluated. Any reason for an increase or a decrease in sales 
profitability must be explained.
b) Balance sheets :
In order to determine the "real" position of the firm 
an adjustment procedure is done. For example, some of the 
receivables that are not realised on, or memorandum entries.
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or co-eKisting payables and receivables from the same third 
party are eliminated by the analysts. After the adjustment 
procedure, the working capital requirement is calculated,
c) Profitability analysis :
Cost of production and sales are calculated in detail 
and then the proforma tables are prepared on the basis of 
1007. capacity utilization.
Analysis of financial ratios :
The following ratios are calculated by the bank.
Working capital requirements,
Current ratio,
Ac: id-“test ratio,
Debt / Owners equity,
0wri£:?rs equity / Total assets.
Fixed assets / Owners equity,
Net income / Owners equity,
Met income / Total assets.
Account, receivables / Sales,
Inventory turnover,
Owners Equity turnover.
Receivable turnover.
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These ratios are calculated for the past performance of 
the company but it must be noted that the resiult of the 
ratios are not compared with the sector averages; and an 
interpretation of the? rcxtios also not provided.
3.2.6. SUMMARY AND CONCLUSION
The result of the analysis is given as a summary on the 
has is of the firm's eva1ua t i on.
3.2.7. COMPARISON OF BANK B's EVALUATION PROCEDURES 
BEFORE AND AFTER STANDARDIZATION OPERATION
The credit e?valuation analysis of the Bank B was not 
standardised until I'PS/. Until that time the analysis V“^as 
mostly on the shape of an unformated report, there were no 
comments or figures that given vital information about the 
company. This is according to the two samples which were 
examined. Before the standardised operation some of the steps 
were followed by anaxlysts, but, some of them were new. In the 
following part the untouched steps will be criticised.
Some of the untouched steps, i.e. economic factors, 
variances in business and competitive factors were not 
considered before? 1987. By realising the importance, these 
steps have been added to the procedure. Another point to 
examine is the risk analysis. As can be seen from the 
procedure described neither Bank A nor Bank B examined the 
risk factor, except for the financial position of the firm. 
Thus, the need for risk analysis is presented in chapter 5.
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During esariier times, Bank В was looking only at the 
financial position of the firm, but there are other risks 
that can occur in management ; such as organization and 
technological areas which have not been considered. Moreover, 
the political risk i.e., a change of government, the 
stability or instability of the government, the attitude of 
government, it's tax system etc. all should be considered in 
the procedure. But until 1987 none of the above was 
conside*red.
One point that should be noted is that all these steps 
are considered by the British bank (Chapter 2).
Some of the calculations that were not considered i.e, 
ВЕР, IRR are also now added to the new procedure.
Finally, because I do not have the data after 1987 
about the bank procedures, no comment can be made whether or 
not this standardized version is being followed.
The standardized evaluation procedure of the second 
bank is given in Appendix В for the comparison purposes.
In the light of samples obtained the comparison and 
evaluation of the Turkish and British experience on the basis 
of the Turkish credit evaluation process is presented in the 
next sesction.
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3.3 COMPARISON OF PROCEDURES
3.3.1. COMPARISON OF TURKISH CASES
Based on Table 2, it can be stated that there is no 
difference in the first part for the obtained samples 
(General information) both banks collect information about 
the company, its' founders, its' management and organisation. 
But,, differences occur in the technical analysis section. 
Some points are considered by Bank A, which are not 
overlooked by Bank B. The important differences can be seen 
in the financial analysis section. Firstly, the financial 
ratios of the proforma tables are not calculated by Bank 8, 
whereas they are calculated by Bank A to examine the future 
position of the firm. Secondly, the number of ratios 
considered by both Turkish banks are not same ; Bank A 
calculates five-seven ratios whereas Bank B uses fourteen 
rcxtios. In addition to these differences the question that 
comes to mind 5 Is it necessary to calculate these fourteen 
ratio for all sectors, or is it enough to calculate only five 
ratios to examine the real position of the firm'? A discussion 
of this subject is presented in chapter 4.
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TRBLE 2
COMPARISON OF BANKS IN EVALUATION PROCEDURE
CjOO)
1-GENERAL INFORMATION
Subject and how was founded
Distribution of capital
Management and organization
Information about the founders
Definition of the project, 
amount of credit and insurance
Incentive of the project
Relation with the banks
2.TECHNICAL ANALYSIS
General information about the 
firm and project investment
Products and capacity
Planning of investment
Amount of fixed investment
Evaluation of labor— intensive criteria
Evaluation of industry measurement criteria
Cost analysis at full capacity
Cost - Volume - Profit Analysis
Bank A Bank B British Bank
X X
X X X
X X X
X
X X
X
X X
X X
X X X
X
X
X
X
X X X
X
(Continued)
Ca5
TABLE 2
Bank fl Bank 6 British Bank
3.ECONOMIC RNRLYSIS
Rnalysis of past performance X X X
Rnalysis of subsectors X X
Turkey’s current capacity X X
Company’s past sales X X X
Project sales X X X
Project IRR X
4.FINRNCIRL RNRLYSIS
Prepared adjusted balance sheets X X
Proforma income statements X X
Proforma financial statements X X
Preparation of financial ratios for the 
proforma financial statements
X
Current ratio X
Rcid-test ratio X
Debt / Owners Equity X
Debt / Net sales X
Proforma cash flow tables X X X
Preparation finance of the project X
<Continued)
GO
OO
TRBLE 2
Financial Patios
Bank R Bank B British bank
Current ratio« X X
Hcid-test ratio« X X
Owners Equity / Total Rssets X X
Net Income / Sales X
Net Income / Owners Equity« X X
Debt / Owners Equity X X
Fixed Rssets / Owners Equity X X
Net Income / Total assets« X
Recount Receivables / Sales X
Inventory Turnever X
Owners Equity Turnover X
Receivable Turnover X
^ PEMC ratios
. Specific information are not provided for the selecting of ratios, 
debt and capitalization ratios, liquidity ratios, cashflow and 
coverage ratios, profitability ratios are used.
In the light of samples comparison of two experiences, 
Turkish and British, will be presented on the basis of 
Eiritish experience.
Firstly, neither of the Turkish banks is interested in 
companys' history and the general operating environment. 
Analysts do not get information on how the system works, how 
the procedures go or about the efficiency of the staff. The 
reason that is not analyzed, maybe, it requires a longer time 
or there is no permission given by the owners of the company 
for such a investigation or in reality, the criteria for 
evaluating is lacking. On the other hand, the British bank 
investigates issues in detail.
Analysts are more interested in the ability to repay 
the principal and to pay the interest of the proposal than 
any information about the company. For this purpose, 
accounting statements, budgets, cashflow are analyzed in 
detail in both the Turkish banks and the British bank.
In the Turkish banks the purpose of the proposal or the 
need to borrow must be explanied. Investment, growth, 
seasonal trends are also examined by the banks. The reason 
for this investigation is, therefore, to determine whether 
or not the bank's current policy is consistent with the 
proposal.
3.3.2 COMPARISON OF TURKISH AND BRITISH EXPERIENCE
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The amount of the specific request, the term, and its' 
conditions are analysed to determine the reasonability and 
consistency of the proposal For this purpose, the firm's 
past performance is analysed and then, the proforma cashflow 
tables, income statements and statement of financial position 
of the firm are prepared for all the banks examined. And 
then, the repayment schedule depending on the resource used 
(such as the World Bank or other foreign loans) is presented. 
To prepare this schedule the following steps are taken : 
•Conditions (such as the grace period, withdrawal period, the 
commitment fee, or the guarantee fee),
-Distribution of the credit on the basis of years,
-Interest rate,
“Repayment period (term),
.Repayments (such as equal annual principal paxyment) .
In addition the guarantor is determined by all the
banks.
Even after axil these a^nalyses, personal relationships 
are extremely important in providing the credit, i.e. knowing 
the people who borrow is the major focusing point in the 
decision making staige in Turkey. It may also be noted here 
that this practice is not exclusive to Turkey but does exist 
also in Britain.
40
CHAPTER 4. DISCUSSION OF THE FINDINGS
The r€?sult. of the comparison showed that there is no 
standardization in evaluation procedure between the banks 
analyzed»
According to samples, there are some steps that are 
followed by the analysts to clarify the customers' current 
position, such as adjustment procedure, financial ratios, 
breakeven point. But on the other hand, the overall procedure 
that is followed is not too clear.
First, in the technical analysis section, the reasons 
for the two following criteria, which are calculated, are not 
indicated. The first criterion was labor-intensive and the 
result of this criterion is compared with $19,848 but how 
this figure was determined is not clear. The second criterion 
was industry-me?asur6jment. The aim of this criterion is to 
measure the size of the firm (small, middle, large). 
Inte?rvals of this criterion are given for comparison 
purposes, but there is no information on how the boundaries 
of interval were chosen. The deficiesncy of these boundaries 
lies in the fact that since these measures and calculations 
are highly affected by the exchange rate (TL / $), increasing 
exchange rates will affect a middle to a small-sized 
industry.
Second, the capacity utilization is considered on lOOX, 
and all the calculations and tables are presented on the 
basis of this assumption- This assumption is not realistic,
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because it is quite difficult to reach a 100% capacity 
utilization and also the curreint sector average is below this 
figure. According to Yüksel Kocyalkin, (9), nineteen sectors 
which are published by SBF in 1989, are evaluated. None of 
them had 100% capacity utilization. For example, there are 
£îighty-five firms in the medicine sector and according to the 
study their capacities are able to export, this shows that 
the capacities of this sector is higher than the internal 
demand. Also in the food sector the capacity utilization is 
around 60-65% , in the soft drink sector again, its' capacity 
utilization is 60%. kocyalkin (9).
According to the sample obtained, proforma income 
statements, statements of financial positions and cash flow 
tables are prepared without considering inflation and changes 
in prices.
Thirdly, financial ratios are not used properly. 
According to Oztin Akguc, (1) analysts must use financial 
ratios in such way that they should reflect the 
profitataility, liquidity and payment capacity of the firm. 
There is no need to calculate too many ratios, which lead to 
the failure of the analysts and also there is no need to 
calculate all the unnecessary ratios which lead to a chaos 
in the interpretation process. Oztin Akguc divided ratio 
analysis into five sections which are liquidity, financial, 
activity, profitabi 1ity, and risk ratios. And he presented 
twenty-five ratios under these five major subjects.
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Bank A used only five ratios for the evaluation of 
three firms, which belong to different sectors. On the other 
hand, the Bank B used fourteen ratios for the evaluation of 
two firms. Moreover, the result of the ratios are not 
evaluated, only the figures are calculated. Since there are 
more than hundred financial ratios that are studied by 
different researchers for different purposes, the analysts 
should careful of or pay greater attention to selecting which 
ratios to use. Also, the analysis of a other firms in the 
industry ; the stage of the industrys's life cycle ; and how 
the firm or its industry is being affected by the local, 
regional or national economy must be considered.
Finally, at the end of each section, the result of the 
analysis is given as a success or failure. But, there is no 
information on which criterion designates the success or 
failure.
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CHAPTER 5 CONCLUSION AND RECOMMENDATIONS
5.1 RISK ANALYSIS
Review the evaluation procedures showed that banks 
devote many hours to collecting data about the firm, 
spreading and analysing statements, and studying industry 
trends. But analysts may spend a part of their time and 
effort to analyse the riskiness of the applicant. In the 
samples examined, the riskiness of the customer to be 
analysed is based on the whole evaluation process. But, the 
future of a firm is always uncertain, and it is not clear 
what the historical records of the firm mean in relation to
its future.
rhus, analysis of risk consists in examining three 
items s the firm's immediate industrial environment, 
management capabilities, and the firm's general 1 economic 
environment Mason, (11).
1. The nature of the industry or industries in which 
the firm operates. The chsracteristics of the industry or 
industries often are overriding factors in the determination 
of firm behavior and performance. Are there large seasonal 
patterns'? Do the firms in the industry or industries rely on 
specialised sources of raw materials or energy? Is the firm 
sensitive to cyclical influences? These factors help to 
define or at least put constraints on the individual choices 
of a firm. That is , the industry within which a firm 
operates has its own riskiness.
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2. The ability of the firm's management. Is the firm 
doing better or worse than others operating in the same 
industry or industries, or is it achieving the industry 
average'? This is where most of the statement analysis comes 
in. What Ccin the bank determine from historical data or from 
proforma data about the management capabilities of the firm? 
The result of these ancilyses are not atlways clear cut. There 
might be conflicting evidence on the balance sheet s too high 
a ratio, too low a leverage factor. The balance sheet data 
may be different from industry standards and yet the firm may 
be very adequately managed. As a result, banks are simply not 
able to divide borrowers finely on the basis of risk, so 
lending is, in a sense, a function of people. The owners of 
the bank, as well as the people within the bank, determine 
the creditworthiness or risk class of many borrowers is 
knowing the people who are doing the borrowing. So, personal 
rails are an extremely important part of commercial lending. 
Getting to know customers-management teams and their 
strengths and weaknesses, pjotential shortfalls and potential 
management succession problems is part of the ability of the 
firm to meet, its obligations.
:s. The relationship of the industry or industries of 
the applicant to other industries and to local, regional, 
national and international factors. In a sense, the analyst 
is trying to obtain information on the covariance of the 
potential customer with the market or with economic activity. 
Thus, the analysis of the firm must take account of how the
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firm's borrowing and lending activity will mesh with that of 
the bank's other customers.
To put it in techniccil terms, the risk analysis of the 
firm includes determining as well as possible the variance of 
loans due to default risk (vatriance due to unsteady demand) 
and the covariance of the applicant with other potential 
borrowers in the bank's loan portfolio. Whereas, this 
information is vital for any bank, because of the imperfectly 
competitive nature of many of the markets in which the bank 
operates.
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5.2. FIRMS ANALYSIS ON THE BASIS OF PEMC STUDY RATIOS
The analysis cjf firms will be presented on the basis of 
four PEMC ratios, which they have the highest frequencies 
(Table 1). These ratios will be compared with sector 
averages, which is published by SBF in 1989. Some ratios are 
not included in the SBF, so, these are compared by 
considering the trend of the firm. In Appendix C financial 
statements of the sample firms are provided to show the base 
for calculations.
The ability of a firm to pay its expenses and debts as 
they mature is generally measured by the current ratio in 
order to meet its short-term debt. "Firms should have a 
current ratio of at least 1.5" is accepted as a general rule 
in Turkey. But, according to sector averages this ratio was 
lower than 1.5 until 1986. Company XI showed a good 
performance in 1985 eventhough that was its foundation year. 
But there was a decrease in 1986. The ratio of Company X2 was 
lower than the sector ave?rages for all three years. Sector 
averages for the company X3 are not available. But the 
figures were? higher 1.5 since 1983;. The other two companies 
X4 and X5 have only the 1983 figures for comparison purposes. 
Because their figures were lower than sector averages both 
companies were io trouble to meet their liabilities.
There is no sector averages for other three ratios. So, 
these ratios are compared according to their trends.
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Net income / Total assets is a measure of asset 
productivity. Xi company has the highest ratio then, X2, X3, 
and X5 follow. Because company X4 incurred looses money in 
1982 and 1983 the figures were minus and it indicates that 
assets were not used adequately or efficiently. The theory 
suggests that this might be an indication of management 
i n e f f i c i en c y.
For the third ratio working capital / total assets, 
companies X2, X4 and X5 had negative ratios which requires 
that they either should increase owners equity or apply to a 
bank for a short-term credit. XI and X3 companies had 
positive ratios, meaning that there won't be any cash problem 
in the following year.
F'inctllyj long term debt / current assets were sero for 
companies XI and X3 and were decreasing for companies X4 and 
X2 which indicate either that the payment power of the 
companies are increasing or long-term debt is decreasing.
On the basis of these ratios companies XI, X2 and X3 
are the most likely candidates to be provided credit. And 
according to banks the same firms were provided credit
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TRBLE 3
A N A L Y S I S  O F  F I N A N C I A L  R A T I O S
CO
COMPANY YEAR
CURRENT ASSETS / NET INCOME / NORKING CAPITAL / LONG TERM DEBT /
1 CURRENT LIABILITIES TOTAL ASSETS TOTAL ASSETS CURRENT ASSETS
TEXTILE
XI
1985 1.570 
a. 29)
0.156 0.305 0.000
INDUSTRY 1986 1.180 
a . 31)
0.140 0.122 0 .000
IRON 6 c 1984 0.830 <1.17)
-0.008 -0.104 0.223
STEEL
X2 1985 1.100 0.016 -0.017 0.538<1.37)
1986 0.800
<1.05)
0.021 -0.151 0.116
CLEANING
1983 6.200 0.039 0.432 0.000<NA)
PRODUCTS
1984 6.280 0.027 0.487 0.000X3 <NA)
INDUSTRY 1985 6.130 <NA)
0.008 0.539 0.000
1986 1.570
<NA)
0.023 0.259 0.000
1981 0.990
<NA)
0.092 -0.002 0.120
X4 1982 0.890
<NA)
-0.000 -0.081 0.082
1983 0.540 -0 .041 -0.141 0.058MEDICINE <1.29)
INDUSTRY
1981 1.500
<NA)
0.115 0.314 NA
X5 1982 0.720
<NA)
0.047 -0.239 NA
1983 0.760
<1.29)
0.076 -0.184 NA
NR : Not Available
Sector averages are given in paranthesis
APPENDIX A
Explanation of some-? of the ratios :
Current assets / Current Liabilities : This ratio is known as 
a current ratio. It indicates whether (in the light of what 
is known or expected about the nature of the components) 
current assets are adequate to meet current liabilities, with 
a reasonable safety margin. fiiut it tells nothing about the 
components or other ratios, or to point to a need to 
investigate the reasons for a change in it.
Quick assets / Current liabilities t The ratio is known as a 
quick ratio or excid-test ratio. Quick assets are defined as 
cash, necir cash and trade receivables (including intercompany 
trade and a're payable on normal commercial terms). The ratio 
relates quick assets to current liabilities and shows the 
extant to which current liabilities can be met from the 
combination of cash and those assets which turn into cash 
quickly and with little or no further cost or work. 
Receivables sometimes have a minor cost of collection but 
they represent sales which have been shipped and invoiced, so 
that normally there is no significant risk or cost involved 
in turning them into cash. Inventory on the other hand may 
require time and substantial processing costs before it can 
be sold, with the risk of a change in the market value. Thus 
quick assets which cover most or all of current liabilities 
are safer both in case current liabilities are very short 
dated and because there is less risk of loss.
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Current Assets /Total Assets : Relates the current position 
to the whole balance sheet. What portion is covered by 
current assets and what portion is non-current assets is 
defined by this ratio. Also, it shows» what portion of current 
assets alone can repay all the most liabilities.
Inventory / Sales s It may reflect managements' failure to 
adjust production to an uneKpected slowdcjwn in sales.
Total Liabilities / Net worth s It does not say anything 
about the quality of the assets or the nature of the 
liabilities. It is important when the leverage process is 
occuring-
Net worth ; An accounting term for the sum of share capital 
and reserves on the differences between total assets and 
outside liabilities. Net worth is often mistaken for net 
assets and for capital employed.
EBIT /Total assets : The higher the ratio the better use the 
company is making of its assets. Three points can be deduced 
from this ratio. The first is some indication of the 
efficiency with which man£\gement is using the assets at its 
disposal. The second is the quality of the assets and hence 
the realism of their value on the balance sheet. Thirdly,low 
return may reflect poor management rather than poor quality 
of assets.
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Net Income / Sales : This ratio shows the profitability of 
the firm .
Net income / Total Assets : It shows the profitabi1ity of the 
investment that was done, in other words it is a measurement 
of asset productivity. This ratio is a combination of two 
ratios s Net Income / Net Sales * Net Sales / Total Assets
Net Income / Common Equity : This ratio also shows the 
profitability of the company. It indicates the amount of 
money earned for a dollar investment.
Sales / Working Capital : It is known as a net. working 
capital turnover. It shows whether net working capital 
is utilized efficiently or not.
Sales / Total Assets : Other name is asset turnover. It shows 
sales generating ¿ability of the firms' assents. It is one 
me?asure of managements' capability in dealing with 
competitive conditions.
Current Liabilities / Total assets : It is important in the 
sense that what portion of current liabilities used to 
finance the assets..
Cash / Current Liabilities : Considers only cash or similiar 
Vcilues that are convertible to cash. Account receivables are 
not considered in this ratio. The reason is to find out the 
capisbility of the firm to meet short-term obligations when 
receivables will not be acquired.
Working Capital / Total Assets : It is best indicator of
u11 i ma te d i sc on t i nuan c e .
Retained Earnings / Total Assets : The age of a firm is
considered in this ratio. Other things being equal ¡, younger 
firms are more likely to fail than older firms. Because the 
first years of young companies are often not typical of the 
scale and nature of operations that later lead to failure. So 
middle ranges which are four, five and si;·: year periods were 
expected to be more reliable for predictive purposes.
No Credit Interval : Quick Assets ~ Current Liabilities /
Opejrating Expense - Depreciation, Depletion, Amortization
Quick Flow : Cash + MS + Account Receivables + (Annual Sales 
divided by 12) / (CSS ~ Depreciation + Selling and
Administration + Interest) divided by 12.
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APPENDIX B
Bank B stanclardisied credit evaluation analysis as follows;
1. MANAGEMENT AND ENVIRONMENT ANALYSIS :
Subj ec t,
Capacity used currently,
Relation with other banks,
Knowledge and experience,
How consider other variables,
Economic factors in this sector.
Production capacity, prices, stocks.
Variances in business.
Competi tive fac tors,
Amount of exporting.
Future projects»
2. FINANCIAL ANALYSIS
This analysis is done for the last three years s
a) Examine balance sheet, income statement and others.
b) Adjustment procedure is donti in balance sheets.
c) Arrangement of income statement.
d) Funds flow tables are prepared.
e) Ratio analysis;
Net working capital
“· Current ratio 
-- Acid-test ratio 
- Debt/owners equity
54
-· Account, receiverbJ.es/Net sales 
~ Average collection period 
-· Stock turnover 
-· Owners equity/Total assets 
-- Profitctbility ratios
f) Evaluation of results.
3. ANALYSIS OF PAYMENT GUARANTEE t
- Pciyment power of the bail
·· Quality of promissory note, terms, conditions and payment 
power of the debtors.
-- If, mortgage is possible, value of the mortgage.
4. RISK ANALYSIS
- Financial position of firm, probability of the risks that 
'can be occur in management, organisation and technological 
areas.
Political risks :
* Stability of the government,
Jit The attitude of government to foreign investment, if there 
is a posibility of partnership.
!|t Control of foreign exchange regime,
)|! Tax system,
Jit Difficulty in bureaucracy,
)|t Related laws.
After examine the general information of the firm. Bank, 
start to look at information about the firm and the pro..iect.
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4.1. Product and capacity :
C i.i r r e n t t: a p a c i t y s
F'roduct types «uid curre?nt capacity is indicaited in this 
category.
Investment capacity s
Prciject investment capacity is considered and then compared 
with current capacity to see the percentage increase in 
capacity.
4.2. Calculation of Cost-Volume-Profit Analysis
Breakeven point is calculated.
4.3. Economic analysis
-- Past performance is analysed 
Subsectors are analy2:ed
- Curre?nt, internal and external capacity is compared with 
firms capacity and market share is calculated..
- Current sales trend are examined
- Project sales and income statement are prepared on the 
basis of some cissumptions.
- Calculation of IRR
4.4. Financial position
Detailesd balance sheets and income statement are analysed. 
Preparation of proforma income statements, and calculation of 
financicU ratios and net working Cctpitcxl.
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APPENDIX C
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X JL , TEX TILE COMPANY 
STATEMENT OF FINANCIAL POSITION 
DECEMBER 31, 19B5 
^
ASSETS
)|( ^|( ^|( ^
FIXED ASSETS 
LAND
BUILDING
MACHINERY
FIXTURES
TRUCK
TOTAL
DEPRECIATION
OTHERS
TOTAL FIXED ASSETS
CURRENT ASSETS 
CASH 
BANK
0.00 
0.00
46.000. 000.00 
7,000,000.00
0.00
53.000. 000.00
13.000. 000.00
0.00
40.000. 00000
5,000,000.00 
46,000,000.00
TOTAL
ACCOUNT RECEIVABLES
INVENTORY
OTHERS
TOTAL CUREEMT ASSETS
LONG TERM INVESTMENTS 
FORMATION EXPENSES 
OTHERS
51.000. 000.00
84.000. 000.00 
73i, 000,000.00
7,000,000.00
215,000,000.00
1,000,000.00 
0.00
TOTAL
TOTAL ASSETS
1,000,000.00 
256,000,000.00
a »  ss ss .*n: ss ns: ss: as ss s:s ss: ss ss ss ns; as
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1^/ X^^  %1/ iJ/ %Xr \L^  iXr \|/ ^/ %Xr *i> ^^ *  ^^ ^ ^ ^ ^ ^  ^^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^
LIAEilLITIES &. OWNERS EQUITY
CURRENT LIABILITIES
LOANS PAYABLE TO SHORT-TERM CREDITORS 
SHORT-TERM BANK LOANS 
OTHER LIABILITIES
TOTAL CURRENT LIABILITIES
LONe TERM DEBT
OWNERS' EQUITY
PAID IN CAPITAL 
CAPITAL RESERVE 
PARTNERS
TOTAL
RETAINED EAFWINGS
TOTAL OWNERS EQUITY 
TOTAL LIABILITIES
73 . 000.  000. 00
64 . 000.  000.00
0.00
137. 000.  000.00
0 .00
79. 000.  000. 00
0 . 00
1 0 0 0 , 000.00
79 . 000.  000. 00
40. 0001.000.  00 
119,000 ¡,000 »00
256. 000.  000.00
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XI TEXTILE COMPANY 
INCOME STATEMENT 
DECEMBER 31!,
i|\ ifi if· * Ÿ ^  ^^ ^ ^ ^
EG ALE S
COST OF GOODS SOLD
GROSS PROFIT
OPERATINB EX PENSES
OPERATING INCOME
OTHER INCOME 
OTHER EXPENSES
INCOME BEFORE TAXES 
INCOME TAXES
NET INCOME
601,000 !, 000.00 
526,000,000.00
75
29
44
000,000.00
000,000.00
46,000,000.00
2,000 !, 000.00 
4,000,000.00
000,000.00
4,000,000.00 
40,000,000.00
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XI. TEXTILE COMPANY 
STATEMENT OF- FINANCIAL POSITION 
DECEMBER 31, 1986 ^^ ^  ^^ ^ ^ ^  ^^ ^ ^ ^ ^ 4 ^* n' ^ ·* ^ ^ ^ ^ ^ 1* ^ ^ ^ *· ^
ASSETS 
)|o|c )|i ;|( }|( :|c
FIXED ASSETS 
1. AND
BUILDING
MACHINERY
FIXTURES
TRUCK
TOTAL
DEPRECIATION
OTHERS
TOTAL FIXED ASSETS
CURRENT ASSETS 
CASH 
BANK
TOTAL
ACCOUNT RECEIVABLES
INVENTORY
Ori-IERS
TOTAL CURRENT ASSETS
LONG TERM INVESTMENTS 
FORMATION E XPENSES 
OTHERS
TOTAL
TOTAL ASSETS
0 ,00 
0 .00
197.000. 000.00  
16,000,000.00
9 ,000,000.00
222.000. 000» 00
71,000,000.00  
0.00
151,000,000.00
13.000. 000.00
86.000. 000.00
99,000,000.. 00 
2,000,000,00 
423,000 i, 000.00
105.000. 000.00
629.000. 000.00
2,000,000.00 
0.00
2,000,000.00 
782,000,000.00
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 ^^ ^  ^^ 4^ 4 4^ 4^ 4^ ^ 4^ ^ ^ ^ ^ 4 ^  ^4r 4f ^ ^ ^/p "9^
LIABILITIES OWNERS EQUITY
CURRENT LIABILITIES
LOANS PAYABLE TO SHORT-TERN CREDITORS 
SHORT-TERN BANK LOANS 
OTHER LIABILITIES
TOTAL CURRENT LIABILITIES
LONG TERN DEBT
OWNERS' EQUITY
PAID IN CAPITAL 
CAPITAL RESERVE 
APPRECIATION 
PARTNERS
TOTAL
RETAINED EARNINGS
TOTAL OWNERS EQUITY 
TOTAL LIABILITIES
513.000. 000.00 
211,000,000.00
0.00
534.000. 000.00
0.00
86,000,000.00 
40,000,000.00 
9,000!, 000.00 
•3,000,000.00
138.000. 000„00
110.000. 000.00
248.000. 000.00
782.000. 000.00
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XI TEXTILE COMPANY 
INCOME STATEMENT 
DECEMBER 31, 1986 
¡iololc*************
(SALES
COST OF GOODS SOLD
GROSS PROFIT
OF’ERAT ING EX PENSES
OPERATING INCOME
OTHER INCOME 
OTHER EXPENSES
INCOME BEFORE TAXES 
INCOME TAXES
NET INCOME
2.939.000. 000.00
2.651.000. 000.00
288,000,000.00
133.000. 000.00
155.000. 000.00
0.00
32.000. 000„00
123.000. 000.00
13.000. 000.00
110.000. 000.00
63
X2 COMPANY
STATEMENT OE FINANCIAL POSITION 
DECEM6ER 31, 1984 
¡lotololoicK***********
ASSETS ^^ ^ ^  ^ ^^ ^ ^ ^
FIXED ASSETS 
CURRENT ASSETS 
LONB TERM INVESTMENT
TOTAL ASSETS
1.521.202.000. 00
1.578.688.000. 00 
3,184,000.00
3.103.074.000. 00
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LIAEJILITIES & OWNERS EQUITY ^^ ^ ^ ^ ^ ^ ^ ^ ^ w ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ylf ^ ^ ^
TOTAL LIABILITIES
CURRENT LIABILITIES
LONE3 TERM LIABILITIES
OWNERS EQUITY
1.899.892.000. 00
351.752.000. 00
851.430.000. 00
3.103.074.000. 00
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X2 COMPANY
INCOME STATEMENT
DECEMBER 31, 1984
SALES
COST OF GOODS SOLD 
GROSS PROFIT 
OPERATING EX PENSES 
NET PROFIT
1.085.640.000. 00
1.096.139.000. 00
(10,499,000-00) 
13,081,000.00 
(23,580,000.00)
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X2 COMPANY
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 1985
ASSETS ^^ 4 ^ ^ ^  ^*1·
fixed ASSETS 
CURRENT ASSETS
long term investment
TOTAL ASSETS
3.008.901.000. 00
2.640.913.000. 00 
3,369,000.00
5.653.183.000. 00
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LIABILITIES & OWNERS EQUITY
^  ^  ^  ^  \L· ^  iL · ^
TOTAL LIABILITIES
CURRENT L. IABILITIES
LONG TERM LIABILITIES
OWNERS EQUITY
2.734.290.000. 00
1.419.577.000. 00
1.499.316.000. 00
5.653.183.000. 00
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X2 COMPANY
INCOME STATEMENT
DECEMBER 31, 1985
SALES
COST OF GOODS SOLD 
GROSS PROFIT 
OPERATING EXPENSES 
NET PROFIT
1 „ 824,811., 000.00 
1., 704,993,000.00
119,818,000.00
28.031.000. 00
91.787.000. 00
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STATEMENT OF FINANCIAL POSITION 
DECEMBER 31, 1986cl« «1^ «1« «1# ^cfk ifk  ^^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^
X2 COMPANY
ASSETS
)ji ij( )jc }|( jc
FIXED ASSETS 
CURRENT ASSETS 
LONG TERM INVESTMENT
TOTAL ASSETS
4.441.438.000. 00
7.370.476.000. 00 
74,807,000.00
11,886,721,000.00
70
%!/ tl/
LIABILITIES OWNERS EQUITY
CURRENT LIABILITIES
LONG TERM LIABILITIES
OWNERS EQUITY
9.162.368.000. 00 
854,471,000.00
1.869.882.000. 00
TOTAL LIABILITIES 11,886,721,000.00
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X2 COMPANY 
INCOME STATEMENT 
DECEMBER 31, 1986 
)K «)|c !K !K )K iK ’K « »OK if(« «
SALES
COST OF GOODS SOLD 
GROSS PROFIT 
OTHER INCOME 
NET PROFIT
3.896.263.000. 00
3.709.397.000. 00
186,866,000.00 
66,280,000.00 
253,146,000.00
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STATEMENT OF FINANCIAL POSITION 
DECEMBER 31, 1983
^  ^  yL· y^ i|^
ffk 4^ 4^
X3 COMPANY
ASSETS^
/fk ^y
FIXED ASSETS 
LAND
BUILDINO & EQUIPMENT
MACHINERY
FIXTURES
TRUCK
TOTAL
DEPR-ECIATION
OTHERS
TOTAL FIXED ASSETS
CURRENT ASSETS 
CASH 
BANK
TOTAL
ACCOUNT RECEIVABLES
INVENTORY
OTHERS
TOTAL CURRENT ASSETS
LONB TERM INVESTMENTS 
PARTICIPATION 
DEPOZIT 
OTHERS
TOTAL
TOTAL ASSETS
1,000,000.00
31.000. 000.00
83.000. 000.00
23.000. 000.00
12.000. 000.00
150.000. 000.00
18,000,000.00 
0.00
132.000. 000.00
1,000,000.00 
26,000,000.00
27.000. 000.00
57.000. 000.00
86.000. 000.00
3.000. 000.00
173.000. 000.00
28,000,000.00
2.000. 000.00 
1,000,000.00
31,000,000.00
336.000. 000.00
V^p^ p^ r^ Jfi
LIABILITIES & OWNERS EQUITY
CURRENT LIABILITIES
SHORT TERM BANK LOANS 
ACCOUNTS PAYABLE 
OTHER LIABILITIES
TOTAL CURRENT LIABILITIES
LONS TERM DEBT
OWNERS' EQUITY
PAID IN CAPITAL 
CAPITAL RESERVE 
AFWECIATION 
OTHER FUNDS
TOTAL
RETAINED EARNINC^S 
TOTAL LIABILITIES
0.00
28,000,000.00 
0.00
28,000,000.00 
0.00
30 ¡1000,000.00
23.000. 000.00
70.000. 000.00
172.000. 000.00
295., 000,000.00
13.000. 000.00
336.000. 000.00
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X3 COMPANY 
INCOME STATEMENT 
DECEMBER 31, 1983 ^^ ^ ^ ^ ^  ^^ ^ ^ 4 4* ^ ^iH
SALES 360,000,000.00
COST OF GOODS SOLD 319,000,000.00
GROSS PROFIT 41,000,000.00
OPERATING EXPENSES
DEPRECIATION 14,000,000.00
ADMINISTRATION EXPENSES 8,000,000.00
SALES EXPENSES 12,000,000.00
FINANCIAL EXPENSES 1,000,000.00
TOTAL 35,000,000.00
OPERATING INCOME 6,000,000.00
OTHER INCOME
PARTICIPATION INCOME 8,000,000.00
INTEREST 1,000,000.00
OTHER 1,000,000.00
TOTAL 10,000,000.00
INCOME BEFORE TAXES 16,000,000.00
INCOME TAXES 3,000,000.00
NET INCOME 13,000,000.00
n ss ss sa se sæ ss x ; ss: ss as sa s
75
X3 COMPANY
STATEMENT OF FINANCIAL POSITION 
DECEMBER 31, 1984 
 ^ 3|C j|( 3|c })c }|c ^ }f£ 3|c )c ?|c ^ ]|c
ASSETS
ijc j|( /^})(})c ^
FIXED ASSETS 
l.AND
BUILDING & EQUIPMFINT
MACHINERY
FIXTURES
TRUCK
TOTAL
DEPRECIATION
OTHERS
TOTAL FIXED ASSETS
CURRENT ASSETS 
CASH 
BANK
TOTAL
ACCOUNT RECEIVABLES
INVENTORY
OTHERS
TOTAL CURRENT ASSETS
LONG TERM INVESTMENTS 
PARTICIPATION 
DEPOZIT 
OTHERS
TOTAL
TOTAL ASSETS
2,000,000.00
75.000. 000.00
175.000. 000.00
16.000. 000.00
23.000. 000.00
291.000. 000.00
59.000. 000.00
0.00
232.000. 000.00
1,000,000.00
45.000. 000„00
46.000. 000.00
110.000. 000.00
176.000. 000.00
7.000. 000.00
339.000. 000.00
9.000. 000.00
3.000. 000.00
2.000. 000.00
14.000. 000.00
585.000. 000.00
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LIABILITIES & OWNERS EQUITY
CURRENT LIABILITIES
SHORT TERM BANK LOANS 
ACCOUNTS PAYABLE 
OTHER LIABILITIES
TOTAL CURRENT LIABILITIES
LONS TERM DEBT
OWNERS' EQUITY
F'AID IN CAPITAL 
CAPITAL RESERVE 
APPRECIATION 
OTHER FUNDS
TOTAL
RETAINED EARNINGS 
TOTAL LIABILITIES
15 000 ¡, 000.00 
53,000 K 000.00 
0.00
54.000. 000.00
0.00
280,000,000.00
36.000. 000.00 
43 i, 000,000.00
156 ¡, 000,000.00
515.000. 000.00
16.000. 000.00
585.000. 000.00
n s: r: c: :r: Kn n ss cs xt ss s! ns s» s» as
77
DECEMBER 31, 1984
>1/ ^^  ^^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^
X3 COMPANY
INCOME STATEMENT
GROSS PROFIT
OPERATING EXPENSES
DEPRECIATION 
ADMINISTRATION EXPENSES 
SALES EXPENSES 
FINANCIAL EXPENSES
TOTAL
OPERATING INCOME
OTHER INCOME
PARTICIPATION INCOME
INTEREST
OTHER
TOTAL
INCOME BEFORE TAXES 
INCOME TAXES 
NET INCOME
SALES
COST OF GOODS SOLD
554.000. 000.00
473.000. 000.00
81,000,000.00
35.000. 000.00
13.000. 000.00
19.000. 000.00
10.000. 000.00
77.000. 000.00
4.000. 000.00
11.000. 000.00
5.000. 000.00
0.00
16,000,000.00 
20,000,000.00
4.000. 000.00 
16,000,000.00
7B
X3 COMPANY
STATEMENT OF FINANCIAL POSITION 
DECEMBER 31, 1985
 ^^ ^ ^ ^  ^/fi ^ ^ ^  ^^ ^ ^ ^
ASSETS
i)c ]jC jc j( )|( )|C
FIXED ASSETS 
LAND
BUILDING & EQUIPMENT
MACHINERY
FIXTURES
TRUCK
TOTAL
DEPRECIATION
OTHERS
TOTAL FIXED ASSETS
CURRENT ASSETS 
CASH 
BANK
TOTAL
ACCOUNT RECEIVABLES
INVENTORY
OTHERS
TOTAL CURRENT ASSETS
LONG TERM INVESTMENTS 
PARTICIPATION 
DEPOZIT
RELATED WITH PROJECT 
OTHERS
TOTAL
TOTAL ASSETS
5,000,000.00
102,000,000.00
243.000. 000.00
31.000. 000.00
25.000. 000.00
406.000. 000.00
127.000. 000.00
0.00
279.000. 000.00
3,000,000.00
21,000,000.00
24.000. 000.00
142.000. 000.00
214.000. 000.00
49.000. 000.00
429.000. 000.00
9.000. 000.00
5.000. 000.00
52.000. 000.00
8.000. 000.00
74.000. 000.00 
782,000,000.00srsrtcssssnssxnxsssKtssnstssnssss
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• 1« y^ y^ ^^ ^ ^ ^  ^^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ·* ^
LIABILITIES &. OWNERS EQUITY
CURRENT LIABILITIES
SHORT TERM BANK LOANS 
ACCOUNTS PAYABLE 
OTHER LIABILITIES
TOTAL CURRENT LIABILITIES
LONG TERM DEBT
OWNERS' EQUITY
PAID IN CAPITAL 
CAPITAL RESERVE 
APPRECIATION 
OTHER FUNDS
TOTAL
RETAINED EARNINGS 
TOTAL LIABILITIES
23.000. 000.00
47.000. 000.00
0.00
70,000 ¡1 000.00 
0.00
280,000,000.00 
57,000,000.00
125.000. 000.00
244.000. 000.00
706.000. 000.00 
6,000,000.00
782.000. 000.00ss:s:;ss::»:sn:ss:ae:s»Bs:ss:s::ss:s8:ss:s:
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DECEMBER 31, 1985  ^ ^/|v
'X3 COMPANY
INCOME STATEMENT
GROSS PROFIT-
OPERATING EXPENSES
DEPRECIATION 
ADMINISTFiATION EXPENSES 
SALES EXPENSES 
FINANCIAL EXPENSES
TOTAL
OPERATING INCOME
OTHER INCOME
PARTICIPATION INCOME
INTEREST
OTHER
TOTAL
INCOME BEFORE TAXES 
INCOME TAXES 
NET INCOME
SALES
COST OF GOODS SOLD
1,090,000,000.00
982.000. 000.00
108.000. 000.00
47.000. 000.00
23.000. 000.00
23.000. 000.00
7.000. 000.00
100,000,000.00
8.000. 000.00
0.00
4,000 5 000.00 
0.00
4.000. 000.00
12.000. 000.00
6.000. 000.00
6,000,000.00 
:: ss KH »s rs m  S8 «& ss ss: »s Ks ns S3 n  ss
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X3 COMPANY
STATEMENT OF FINANCIAL POSITION 
DECEMBER 31, 1986 )|! })c }|c ])(]|c ]|c j|c ]|c }|c 3fc 3|c }|c ]fc }|( }|C 3|(
ASSETS })(i|( )|( )j( }fc
FIXED ASSETS 
LAND
BUILDING & 
MACHINERY 
FIXTURES 
TRUCK
TOTAL
EQUIPMENT
DEF='RECIATION
OTHERS
TOTAL FIXED ASSETS
13.000. 000.00
140.000. 000.00
397.000. 000.00
39.000. 000.00
42.000. 000.00
631.000. 000.00
256.000. 000.00
0.00
375.000. 000.00
CURRENT ASSETS 
CASH
BANK/
TOTAL
ACCOUNT RECEIVABLES
INVENTORY
OTHERS
TOTAL CURRENT ASSETS
LONS TERM INVESTMENTS 
PARTICIPATION 
DEPOZIT
RELATED WITH PROJECT 
OTHERS
TOTAL
TOTAL ASSETS
20,000,000.00
79.000. 000.00
99.000. 000.00
510.000. 000.00
371.000. 000.00
40.000. 000.00
1,020,000,000.00
9.000. 000.00
6.000. 000.00 
1 2 , 0 0 0 , 0 0 0 . 0 0  
1 7 , 0 0 0 , 0 0 0 . 0 0
44,000,000.00 
1,439,000,000.00
sssssfistsnsstn; sssnsssssrasssnsn
• I* ^^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^
LIABILITIES OWNEFiS EQUITY
CURRENT LIABILITIES
SHORT TERM BANK LOANS 
ACCOUNTS PAYABLE 
OTHER LIABILITIES
TOTAL CURRENT LIABILITIES
LONG TERM DEBT
OWNERS' EQUITY
PAID IN CAPITAL 
CAPITAL RESERVE 
APPRECIATION 
OTHER FUNDS
TOTAL
FiETAINED EARNINGS 
TOTAL LIABILITIES
241.000. 000.00
407.000. 000.00
0.00
648 K 000 j 000.00 
0.00
280.000. 000.00
63.000. 000.00
185.000. 000.00
230.000. 000.00
758.000. 000.00
33.000. 000.00 
1,439,000,000.00
S3
X3 COMPANY 
INCOME STATEMENT 
DECEMBER 31, 1986 jc îjc îjc }fc }|( ])( }|c )jc ifc i)c ifc jc )|c )|c î|C îji
GROSS PROFIT
OPERATING EXPENSES
DEPRECIATION 
ADMINISTRATION EXPENSES 
SALES EXPENSES 
FINANCIAL EXPENSES
TOTAL
OPERATING INCOME
OTHER INCOMEPARTICIPATION INCOME
INTEREST
OTHER
TOTAL
INCOME BEFORE TAXES 
INCOME TAXES 
NET INCOME
SALES
COST OF GOODS SOLD
2.279.000. 000.00
1.943.000. 000.00
336,000,000.00
107.000. 000.00
55.000. 000.00
54.000. 000.00
70.000. 000.00
286.000. 000 » 00
50.000. 000.00
0.00
15.000. 000.00
0.00
15.000. 000.00
65.000. 000.00
32.000. 000.00
33.000. 000.00
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DECEMBER 31, 1981  ^ ^
X4 COMPANY
STATEMENT OF FINANCIAL POSITION
ASSETS 
}|c )|c)( ^ )j( 3|(
CURRENT ASSETS 
CASH 
BANK
TOTAL
ACCOUNT FiECEIVABLES 
OTHER RECEIVABLES 
INVENTORY
TOTAL CURRENT ASSETS
LONG TETiM INVESTMENTS 
PARTICIPATION 
OTHERS
TOTAL
FIXED ASSETS
BUILDING & LAND 
MACHINERY 
FIXTURES & TRUCKS 
WORK IN PROCESS 
APPRECIATION
TOTAL
DEPRECIATION
TOTAL FIXED ASSETS 
TOTAL ASSETS
6,917,000.00 
?95,573,000.00
302.490.000. 00
599.777.000. 00 
58,522,000.00
2,161,608,000.00
3,122,397,000,00
333,000.00 
192,133,000.00
192,466,000.00
241.688.000. 00
299.626.000. 00 
49,508,000.00
100.500.000. 00
334.465.000. 00
1.025.787.000. 00
210.095.000. 00
815.692.000. 00
4.130.555.000. 00
8S
 ^^ 4 ^ ^ 4 4 4  ^^ ^ ^ ^ ^ 4 ^ 4 ^  ^^  ^^ ^
T* S^ S^ S^
LIABILITIES & OWNERS EQUITY
CURRENT LIABILITIES
SHORT TERM BANK LOANS 
ACCOUNTS PAYABLE 
OTHER LIABILITIES
TOTAL CURRENT LIABILITIES
LONS TERM DEBT
OWNERS' EQUITY
PAID IN CAPITAL 
CAPITAL RESERVE 
APPRECIATION
TOTAL
RETAINED EARNINGS 
TOTAL LIABILITIES
1 . 06.3 . 792. 000.  00 
.1., 346, 275, 000.00
720.729.000. 00
3.130.796.000. 00 
3'86,558,000.00
46,951,000.00 
•347,633,000.00
334.465.000. 00
729.049.000. 00 
(115,848,000.00)
4.130.555.000. 00
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DECEMBER 1981
%!/ ^^  ^   ^^  ^  ^  ^  ^  ^  ^  ^  ^  ^  ^
X4 COMPANY
INCOME STATEMENT
GROSS PROFIT
OPERATING E XPENSES
ADMINISTRATION EXPENSES 
SALES EXPENSES 
FINANCIAL EXPENSES
TOTAL
OPERATING INCOME 
OTHER INCOME
NET INCOME
SALES
COST OF GOODS SOLD
5.050.082.000. 00
3 ., 655,951, 000. 00
1.394.131.000. 00
313.213.000. 00
207.001.000. 00
534.874.000. 00
1,055,088,000.00 
33*9,043,000 · 00 
40,478,000.00
379.521.000. 00
07
X4 COMPANY
STATEMENT OF FINANCIAL POSITION 
DECEMBER 31, 1982
j^c )|( ^|c }|( )|c ^|( }fc }jc }|c ^|( )j( |^c
ASSETS })(}|C )|( }jc }jc jfc
CURRENT ASSETS 
CASH 
BANK
TOTAL
ACCOUNT RECEIVABLES 
OTHER RECEIVABLES 
INVENTORY
TOTAL CURRENT ASSETS
LONS TERM INVESTMENTS 
PARTICIPATION 
OTHERS
TOTAL
FIXED ASSETS
BUILD I NS S< LAND 
MACHINERY 
FIXTURES & TRUCKS 
WORK IN PROCESS 
APPRECIATION
TOTAL
DEPRECIATION
TOTAL FIXED ASSETS 
TOTAL ASSETS
25,358,000.00
404.290.000. 00
429.648.000. 00
590.418.000. 00
109.300.000. 00
2 . 460. 959. 000.  00
3.590.325.000. 00
333, 000. 00
187. 531. 000.  00
187.864. 000.  00
257.449.000. 00
465.787.000. 00
64 i| , 000.- 00
174 ,392 5 000. 00
074 , 507 , 000, 00
036 , 363 , 000.. 00
498 ,335 , 000,. 00
538 ,028 , 000., 00
5,316,217,000.00
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LIABILITIES & OWNERS EQUITY
CURRENT LIABILITIES
SHORT TERM BANK LOANS 
ACCOUNTS PAYABLE 
OTHER LIABILITIES
2,213,727
1,351,335
457,296
TOTAL CURRENT LIABILITIES 4,022,358
LONG TERM DEBT 293,760
OWNERS' EQUITY
PAID IN CAPITAL 
CAPITAL RESERVE 
APPRECIATION
52,701
587,162
835,958
TOTAL 1,475,821
RETAINED EARNINGS (475,722, (
TOTAL LIABILITIES 5,316,217
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•X4 COMPANY 
INCOME STATEMENT 
DECEMBER 31, 1982
t|> ^^ ^ ^ ^ ^ ^ ^ ^ ip  ^^ /|1 ^
GROSS PROFIT
OPERATING EXPENSES
ADMINISTRATION EXPENSES 
SALES EXPENSES 
FINANCIAL EXPENSES
TOTAL
OPERATING INCOME 
OTHER EXPENSE
NET INCOME
SALES
COST OF· GOODS SOLD
6.715.642.000. 00
5.036.803.000. 00
1 .678.839.000. 00
393.567.000. 00
275.929.000. 00
914.069.000. 00
1.583.565.000. 00
95.274.000. 00
95., 444,000.00
(170,000.00)
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STATEMENT OF FINANCIAL POSITION 
DECEMBER 31, 19£«
\|# ^  y^ y^ y^fk fk ^  ^  *1'  ^  ^  ^
X4 COMPANY
asse:ts
C^ j( ?j{ jc jc
CURRENT ASSETS 
CASH 
FiiANK
TOTAL
ACCOUNT RECEIVABLES 
OTHER RECEIVABLES 
INVENTORY
TOTAL CURRENT ASSETS
L0N6 TERM INVESTMENTS 
PAFiTICIPATION 
OTHERS
TOTAL
FIXED ASSETS
BUILDING & LAND 
MACHINERY 
FIXTURES &. TRUCKS 
WORK IN PROCESS 
APPRECIATION
TOTAL
DEPRECIATION
TOTAL FIXED ASSETS 
TOTAL ASSETS
90,592,000.00 
300,000,000.00
390.592.000. 00
800.000. 000.00 
100,000,000.00
2.400.000. 000.00
3.690.592.000. 00
333,000.00
159.144.000. 00
159.477.000. 00
258.676.000. 00
557.029.000. 00 
65,516,000.00
247.052.000. 00
1.074.507.000. 00
2.202.780.000. 00
722.849.000. 00
1.479.931.000. 00
5.330.000. 000.. 00
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LIABILITIES &. OWMEFiS EQUITY
CURRENT LIABILITIES
SHORT TERM BANK L.OANS 
ACCOUNTS PAYABLE 
OTHER LIABILITIES
TOTAL CURRENT LIABILITIES
LONG TERM DEBT
OWNERS' EQUITY
PAID IN CAPITAL 
CAPITAL RESERVE 
APPRECIATION
TOTAL
RETAINED EARNINGS 
TOTAL LIABILITIES
2 .199.101.000. 00
1.695.000. 000.00
550.000. 000.00
4 .444.101.000. 00
215.575.000. 00
52,701,000.00
675.532.000. 00
835.958.000. 00
1.564.191.000. 00 
(893,867,000.00)
5 .330.000. 000.00
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=X4 COMPANY 
INCOME STATEMENT 
DECEMBER 31, 198."
GROSS PROFIT
OPERATING EXPENSES
ADMINISTRATION EXPENSES 
SALES EXPENSES 
FINANCIAL EXPENSES
TOTAL
OPERATING INCOME 
OTHER INCOME
NET INCOME
SALES
COST OF GOODS SOLD
7 f990, 000 , 000 . 00 
6,380,000,000.00
1,610,000,000.00
900,000,000.00  
290 ¡1000,000.00  
670,000,000.00
1,860,000,000.00
(250,000,000.00 )
30,000,000.00
(220,000,000.00)
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STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 1981
0>9^ 9^ ii^  €f^
X5 COMPANY
ASSETS
^  ^  ^  ^  ^  ^mfk /fi /fi
CURRENT ASSETS 
CASH 
BANK
TOTAL
ACCOUNT RECEIVABLES 
OTHER RECEIVABLES 
INVENTORY
TOTAL CURRENT ASSETS
LONS TERM INVESTMENTS 
participation 
OTHERS
TOTAL
•3,052,000.00
1.500.000. 00
4.552.000. 00
15.299.000. 00 
0.00
17.758.000. 00
37.609.000. 00
0.00 
0.00
0.00
FIXED ASSETS
BUILD I NS 8; LAND 
MACHINERY 
FIXTURES «< TRUCKS
TOTAL
DEPRECIATION
TOTAL FIXED ASSETS 
TOTAL ASSETS
0.00
1.975.000. 00 
19,000.00
1.994.000. 00 
378,000.00
1.616.000. 00 
39,225,000.00
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LIABILITIES OWNERS EQUITY
CURRENT LIABILITIES
SHORI" TERM BANK LOANS 
ACCOUNTS PAYABLE 
OTHER LIABILITIES
TOTAL CURRENT LIABILITIES
LONG TERM DEBT
OWNERS' EQUITY
PAID IN CAPITAL 
CAPITAL RESERVE 
APPRECIATION
TOTAL
RETAINED EARNINGS 
TOTAL LIABILITIES
0 .00
.18,311,000,00
6 .398.000. 00
24,709,000„00 
0.00
10,000,000.00
4 .516.000. 00 
0.00
14.516.000. 00 
0.00
39.225.000. 00
s =  S3= s  = : 3= sc a  s = s  ss s  s
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X5 COMPANY 
INCOME STATEMENT 
DECEMBER 31, 1981jfi jc )|c jfc )jc )f( jfi ji ?)C )|i jc )jc 5|( 5^
SALES
COST OF GOODS SOLD 
GROSS PROFIT 
OPERATING EXPENSES
37.833.000. 00
24.713.000. 00
13.120.000. 00
ADMIMISTRATION EXPENSES 
SALES EXPENSES 
FINANCIAL EXPENSES
691,000.00 
2,768,000.00 
0.00
TOTAL 3,459,000.00
OPERATING INCOME 9,661,000.00
OTHER EXPENSE 630,000.00
INCOME BEFORE TAX 9,031,000.00
INCOME TAX 4,515,000.00
NET INCOME 4,516,000.00
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STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 1982 ^  ^  ^  ^  ^ ^ ^  ^  ^  ^  ^  ^ifk ^ 
X5 COMPANY
ASSETS^L· ^  ^ ^
CURRENT ASSETS 
CASH 
BANK
TOTAL
ACCOUNT RECEIVABLES 
OTHER RECEIVABLES 
INVENTORY
TOTAL CURRENT ASSETS
LONG TERM INVESTMENTS 
participation
OTHERS
TOTAL
FIXED ASSETS
BUILDING & LAND 
MACHINERY 
FIXTURES 8i TRUCKS
5.840.000. 00
1.300.000. 00
7.140.000. 00 
62,082,000.00
951,000.00
18.205.000. 00
88.378.000. 00
314.000. 00 
0.00
314.000. 00
9,228,000.00 
47,445,000.00 
5,1
TOTAL
depr-eciation
TOTAL FIXED ASSETS 
TOTAL ASSETS
61. 695. 000.  00 
4,944,000.00
56.751.000. 00 
145,443,000.00
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LIABILITIES OWNERS EQUITY 
«)fnK}|ciinK*4:«:K!K!K)K))C}|:iK>K)KiK!fc]Ki|n|c)K)fc)|cjK
CURRENT LIABILITIES
SHORT TERM BANK LOANS 
ACCOUNTS PAYABLE 
OTHER LIABILITIES
TOTAL CUF':RENT LIABILITIES
LONG TERM DEBT
OWNERS' EQUITY
PAID IN CAPITAL 
CAPITAL RESERVE 
APPRECIATION
TOTAL
RETAINED EARNINGS 
TOTAL LIABILITIES
11.675.000. 00
95.305.000. 00
16.135.000. 00
123.115.000. 00 
0.00
10.000. 000.00  
11,373’000.00
1 ,215,000.00
22,588,000.00 
260,000.00
145.443.000. 00
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X5 COMPANY 
INCOME STATEMENT 
DECEMBER 31, 1982k^ k^ k^ ^k ^k 1^/ ^^  ^^ ^ ^ ^  ^^ ^  ^^ ^
SALES
COST OF 0OODS SOLD
GROSS PROFIT
OPERATING EXPENSES
ADMINISTRATION EXPENSES 
SALES EXPENSES 
FINANCIAL EXPENSES
TOTAL
OPERATING INCOME 
OTHER EXPENSE 
INCOME BEFORE TAX 
INCOME TAX
NET INCOME
265.905.000. 00
212.415.000. 00
53,493,000.00
12.827.000. 00
11.324.000. 00
17.897.000. 00
42.048.000. 00
11.445.000. 00 
16,000.00
11.429.000. 00
4.572.000. 00
6.857.000. 00
:: H?: .*s: nn ss: =n: ss ss SC ss: OS sst S3 ss sst SSI ss: r :
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X5 COMPANY
STATEMENT OF FINANCIAL POSITION 
DECEMBER 31, 1983jc jc jc jc }|c jc jfc iji jc jc )|c )jc ijc jc i|c
ASSETS ^  ^^ ^ifi
CURRENT ASSETS 
CASH 
BANK
TOTAL
ACCOUNT RECEIVABLES 
OTHER RECEIVABLES 
INVENTORY
TOTAL CURRENT ASSETS
I 0N6 TERM INVESTMENTS 
PARTICIPATION 
OTHERS
TOTAL
1.565.000. 00
510.000. 00
2.075., 000.00
116.962.000. 00
409.000. 00 
31,409,000.00
150.855.000. 00
14.251.000. 00 
0.00
14.251.000. 00
FIXED ASSETS
BUILD I N6 #< LAND 
MACHINERY 
FIXTURES & TRUCKS
TOTAL
DEPRECIATION
TOTAL FIXED ASSETS 
TOTAL ASSETS
59. 227. 000.  00
44.625.000. 00 
8,904,000.00
112.756.000. 00
15.474.000. 00
97 . 282. 000.  00
262. 388. 000.  00
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LIABILITIES OWNERS EQUITY
CURRENT LIABILITIES
SHORT TERM BANK LOANS 
ACCOUNTS PAYABLE 
OTHER LIABILITIES
TOTAL CURRENT LIABILITIES
LONG TERM DEBT
OWNERS' EQUITY
PAID IN CAPITAL 
CAPITAL RESERVE 
appreciation
TOTAL
RETAINED EARNINOS 
TOTAL LIABILITIES
8.896.000. 00 
.139, 129,000.00
51.025.000. 00
199.050.000. 00 
0.00
40.000. 000.00
31.378.000. 00
1.197.000. 00
72.575.000. 00
9 .237.000. 00
2 6 2 3 8 8.000. 00
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X5 COMPANY 
INCOME STATEMENT
DECEMBER 31, 198:; ^ ^V^  1^ fi /fi
SALE:“ 8
COST OF GOODS SOLD
GFiOSS PROFIT
OPERATING EXPENSES
ADMINISTRATION EXPENSES 
SALES EXPENSES 
FINANCIAL EXPENSES
TOTAL
OPERATING INCOME 
OTHER INCOME 
INCOME BEFORE TAX 
INCOME TAX
NET INCOME
479. 379. 000.  00
364. 930. 000.  00
114. 449. 000.  00
27.835.000. 00
17.686.000. 00
37.685.000. 00
53.206.000. 00
31.243.000. 00 
2,099,000.00
33.342.000. 00
13.337.000. 00
20.005.000. 00
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